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DEPARTMENT  OF  THE  TREASURY 

Bureau  of  Alcohol,  Tobacco,  and 
Firearms 

27  CFR  Parts  19  and  250 
[T.D.ATF-641 

Distilled  Spirits  Piants—Transition  to 
the  AH-ln-Bond  System 

aqency:  Bureau  of  Alcohol  Tobacco, 
and  Firearms  (ATF). 
action:  Temporary  rule  (Treasury 
decision). 

SUMMARY  This  temporary  rule  relates  to 
the  Distilled  Spirits  Tax  Revision  Act  of 

1979,  Subtitle  A  of  Title  VIII  of  the  Trade 
Agreements  Act  of  1979  (Pub.  L.  96-39). 
This  temporary  rule  provides  additional 
deferral  of  the  distilled  spirits  tax  on 
wine  contained  in  distilled  spirits 
products. 

EFFECTIVE  DATE:  The  elective  date  of 
the  temporary  regulation  is  February  1, 

1980. 

FOR  FURTHER  INFORMATION  CONTACT: 

Edward  J.  Sheehan,  E. ).  Ference,  John 
V.  Jarowski,  Regulations  and  Procedures 
Division,  Bureau  of  Alcohol,  Tobacco 
and  Firearms,  Washington,  DC  20226, 
Telephone:  202-566-7626. 
SUPPLEMENTARY  INFORMATION: 

Background 

Under  the  provisions  of  26  U.S.C. 
Chapter  51  and  the  regulations  issued 
thereunder,  proprietors  of  distilled 
spirits  plants  may  withdraw  distilled 
spirits  from  ATF  bond  on  detrmination, 
but  before  payments  of  tax.  Deferral  of 
payment  is  contingent  on  the  filing  of  a 
withdrawal  or  unit  bond  of  sufficient 
penal  sum. 

Regulations  in  27  CFR  Part  19  provide 
that,  during  calendar  year  1980,  deferred 
payment  of  distilled  spirits  tax  for  each 
semimonthly  return  period  shall  be  due 
by  the  last  day  of  the  next  succeeding 
return  period  plus  five  days.  For  return 
periods  in  calendar  year  1980,  the  first 
three  tax  payments  are  due  February  5, 
February  20,  and  March  5, 1980. 

Similar  deferral  periods  apply  to 
taxpayers  in  Puerto  Rico,  for  spirits 
brought  into  the  United  States  on 
determination,  but  before  payment  of 
tax.  Eligibility  for  deferred  payment  is 
contingent  on  filing  of  a  tax  deferral 
bond.  Payment  due  dates  for  the  first 
three  tax  returns  applicable  to  1980  are 
the  same  as  for  domestic  distilled  spirits 
plants. 

Prior  to  the  passage  of  the  Distilled 
Spirits  Tax  Revison  Act  of  1979,  taxpaid 
wine  contained  in  distilled  spirits 
products  was  not  subject  to  the  distilled 
spirits  tax.  The  taxpaid  wine  used  by 


distilled  spirits  plants  was  subject  to  a 
wine  tax,  usually  $0.17  per  wine  gallon. 

Presently,  the  law  provides  that  the 
entire  alcoholic  content  of  distilled 
spirits  products  is  taxable  at  the 
distilled  spirits  rate  of  $10.50  per  proof 
gallon.  In  the  case  of  wine  contained  in 
distilled  spirits  products,  this  can 
increase  the  tax  attributable  to  the  wine 
by  as  much  as  $'1.89  per  proof  gallon. 

Pending  legislation  (S.  1913, 96th 
Cong.,  1st  Sess.  (1979))  would  amend  26 
U.S.C.  Chapter  51  to  restore  the  former 
tax  status  of  wine  contained  in  distilled 
spirits  products.  While  the  Treasury 
Department  and  the  Bureau  oppose 
enactment  of  such  a  measure,  it  appears 
very  likely  that  S.  1913  or  similar 
legislation  will  be  enacted  in  the 
immediate  future.  In  view  of  the 
apparent  passage  of  legislation  to 
restore  the  taxation  of  wine  contained  in 
distilled  spirits  products  to  its  pre-1980 
status,  this  temporary  rule  effectively 
postpones  transition  to  the  new  method 
of  taxation  for  an  interim  period 
extending  from  January  1, 1980,  through, 
and  not  to  exceed,  March  20, 1980. 

New  provisions 

This  temporary  rule  revises  the 
regulations  in  27  CFR  Parts  19  and  250 
by  providing  for  the  additional  deferral 
of  part  of  the  distilled  spirits  tax 
attributable  to  the  wine  component  of 
distilled  spirits  products.  The  amoimt  to 
be  additionally  deferred  shall  be 
reduced  by  the  wine  tax  which  would  be 
applicable  to  the  wine  before  addition  to 
such  products.  The  additional  deferral 
applies  to  the  first  three  semimonthly 
return  periods  applicable  to  spirits 
withdrawn  during  calendar  year  1980. 
The  tax  so  deferred  shall  be  due  and 
payable  with  the  fourth  semimonthly  tax 
return,  March  20, 1980.  No  further 
extension  will  be  provided. 

Drafting  Information 

The  authors  of  this  document  are 
personnel  of  the  Bureau  of  Alcohol, 
Tobacco  and  Firearms,  assigned  to  the 
Regulations  and  Procedures  Division 
(Regulatory  Enforcement).  Other 
personnel  of  the  Bureau  and  the 
Treasury  Department  participated  in  the 
preparation  of  this  document,  both  in 
matters  of  substance  and  style. 

Waiver  of  Procedure  Requirements  of 
Treasury  Directives 

Expeditious  adoption  of  the  provisions 
contained  in  this  dociunent  is  necessary 
in  order  to  provide  immediate  rules  for 
use  by  the  distilled  spirits  industry  in 
the  filing  of  returns  and  payment  of  tax 
under  the  Distilled  Spirits  Tax  Revision 
Act  of  1979.  Since  the  deferral  is  limited 
to  the  first  three  return  periods  of  1980,  it 


is  necessary  that  the  regulations  be 
immediately  implemented  to  achieve  the 
desired  transitional  relief.  The 
provisions  of  paragraph  10  of  the 
Treasiuy  Department  directive  . 
implementing  Executive  Order  12044 
must  be  waived. 

Effective  Date 

Issuance  of  this  Treasury  decision 
Kvith  notice  and  public  procedure  imder 
5  U.S.C.  553(b)(3)  or  subject  to  the 
effective  date  Imitations  in  5  U.S.C. 
553(d)(3)  is  impracticable  because  any 
delay  in  implementing  these  temporary 
rules,  which  will  provide  relief  to 
distilled  spirits  plants  proprietors,  would 
nullify  such  relief. 

Accordingly,  this  Treasury  decision 
becomes  effective  on  February  1, 1980. 

Authority  and  Issuance 

These  regulations  are  issued  under  the 
authority  contained  in  26  U.S.C.  7805 
(68A  Stat.  917,  as  amended). 

Accordingly,  Title  27  Code  of  Federal 
Regulations  is  amended  as  follows: 

PART  19— DISTILLED  SPIRITS 
PLANTS 

Pararaph  1.  The  table  of  sections  for 
Part  19  is  amended  to  reflect  the 
addition  of  S  19.927  immediately 
following  §  19.926.  As  amended,  the 
table  of  sections  for  Part  19  reads  as 
follows: 

***** 

Sec. 

19.927  Additional  deferral  of  tax  for 
products  containing  wine. 

Paragraph  2.  Section  19J927  is  added 
immediately  after  §  19.926.  As  added, 

8  19.927  reads  as  follows: 

§  19.927  Additional  deferral  of  tax  for 
products  containing  wine. 

(a)  General.  Each  proprietor  qualified 
to  defer  payment  of  distilled  spirits  tax 
as  provided  in  §  19.243  or  §  19.244  may 
ad^tional  defer  a  portion  of  such  tax  as 
provided  in  this  section.  That  portion  of 
the  distilled  spirits  tax  attributable  to 
the  wine  compondent  of  a  distilled 
spirits  product  containing  wine  may  be 
additionally  deferred,  if  the  product  was 
tcDc  determined  during  the  first,  second 
or  their  semimonthly  return  period  in 
1980.  The  amoimt  of  tax  to  be 
additionally  deferred  shall  be 
determined  by:  (1)  establishing  the 
amount  of  tax  which  is  due  under  26 
U.S.C.  5001  on  the  wine  contained  in  a 
distilled  spirits  product;  and,  (2) 
deducting  from  the  figure  the  amount  of 
tax  under  26  U.S.C.  5041  which  was 
applicable  to  the  wine  before  its 
addition  to  a  distilled  spirits  product. 
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(b)  Reporting  of  additional  deferral. 
The  tax  so  deferred  will  be  reported  on 
the  semimonthly  tax  return  (Form 
5110.35)  covering  the  period  during 
which  ^e  distilled  spirits  products 
containing  wine  were  tax  determined.  - 
The  additional  deferral  shall  be  noted 
on  Form  5110.35  by  citing  this  section  of 
regulations  and  showing  that  amount  of 
tax  on  Schedule  C  as  an  adjustment 
decreasing  the  amount  due. 

(c)  Remittance  of  additionally 
deferred  tax.  All  distilled  spirits  tax 
deferred  in  accordance  with  this  section 
shall  be  paid  with  the  fourth 
semimonthly  tax  return  (Form  5110.35), 
which  shall  be  filed  by  March  20, 1980, 
as  provied  in  §  19.522.  The  additionally 
deferred  tax  shall  be  noted  in  Form 
5110.35  by  citing  this  section  and 
showing  the  amount  of  tax  on  Schedule 
A  as  an  adjustment  increasing  the  tax 
due. 

PART  250~LIQUORS  AND  ARTICLES 
FROM  PUERTO  RICO  AND  THE  VIRGIN 
ISLANDS 

Paragraph  3.  The  table  of  sections  for 
Part  250  is  amended  to  reflect  the 
addition  of  §  250.112a.  As  amended,  the 
table  of  sections  for  Part  250  reads  as 
follows: 

*  *  *  '  *  * 

S  250.112a  Additional  deferral  of  tax  for 
products  containing  wine. 

’  *  *  *  *  * 

Paragraph  4.  Section  250.112a  is  added 
immediately  after  $  250.112.  As  added, 

§  250.112a  reads  as  follows: 

§  250.112a  Additional  deferral  of  tax  for 
products  containing  wine. 

(a)  General.  Notwithstanding  the 
requirement  of  §  250.112(f)(1),  each 
person  qualified  to  defer  payment  of 
distilled  spirits  tax  as  provided  in 

§  250.66  may  additionally  defer  a 
portion  of  such  tax  a  provided  in  this 
section.  That  portion  of  the  distilled 
spirits  tax  attributable  to  the  wine 
component  of  a  distilled  spirits  product 
containing  wine  may  be  additionally 
deferred,  if  the  product  was  tax 
determined  during  the  first,  second,  or 
third  semimonthly  return  period  in.1980. 
The  amount  of  tax  to  be  additionally 
deferred  shall  be  determined  by:  (1) 
establishing  the  amoimt  of  tax  which  is 
due  under  26  U.S.C.  5001  on  the  wine 
contained  in  the  distilled  spirits  product; 
and,  (2)  deducting  from  that  figure  the 
amoimt  of  tax  under  26  U.S.C.  5041 
which  was  applicable  to  the  wine  before 
its  addition  to  the  distilled  spirits 
product. 

(b)  Reporting  of  additional  deferral. 
The  tax  so  deferred  will  be  reported  on 


the  semimonthly  tax  return  (Form 
5110.52),  covering  the  period  during 
which  the  distilled  spirits  products 
containing  wine  were  tax  determined. 
The  additional  deferral  shall  be  noted 
on  Form,  5110.52  by  modifying  the  form 
to  cite  this  section  of  regulations  and 
show  the  amount  of  tax  in  available 
space  in  the  schedule  of  taxable 
transactions,  as  an  adjustment 
decreasing  the  total  tax  due. 

(c)  Remittance  of  additionally 
deferred  tax.  All  distilled  spirits  tax 
deferred  in  accordance  with  this  section 
shall  be  paid  with  the  fourth 
semimonthly  tax  return  (Form  5110.52) 
which  shall  be  filed  by  March  20, 1980, 
as  provided  in  $  250.112.  The 
additionally  deferred  tax  shall  be  noted 
on  Form  5110.52  by  modifying  the  form 
to  cite  this  section  of  regulations  and 
show  the  amount  of  tax  in  available 
space  in  the  schedule  of  taxable 
transactions,  as  an  adjustment 
increasing  the  total  tax  due. 

Signed:  January  31, 1980. 

G.  R.  Dickerson, 

Director. 

Approved:  January  31, 1980. 

Richard  J.  Davis, 

Assistant  Secretary,  (Enforcement  and 
Operations). 
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